UNI TED STATES HOUSE OF REPRESENTATI VES

COMWM TTEE ON GOVERNVENT REFORM

ENRON ALL- EMPLOYEE MEETI NG
SLI DE PRESENTATI ON AND ADDRESS
ENRON CEO KENNETH LAY, PRESENTER

August 7, [August 16] 2001

[ TRANSCRI PT PREPARED FROM A TAPE RECORDI NG, ]

M LLER REPORTI NG CO., | NC.
735 8th STREET, S.E
WASHI NGTON, D.C. 20003- 2802
(202) 546- 6666



Thistranscript isthe original transcript from Miller Reporting,
except for the following clarifications and corrections made by the
minority staff of the Committee on Government Reform: (1)
pagination was added; (2) speaker identities were added where

omitted or incorrectly identified; (3) misspellings of employee and
project names were corrected; and (4) miscellaneous errors were
corrected. Any corrections of omissions, misspellings, or errors are
designated in bold type.

M LLER REPORTI NG CO., | NC.
735 8th STREET, S.E
WASHI NGTON, D.C. 20003- 2802
(202) 546- 6666



PROCEEDI NGS

MR. LAY: Good norni ng.

(Long appl ause)

MR LAY: Well, | didn't expect that, but thank
you. Thank you very nmuch. There are sone additional seats
still around, particularly down front. |If sone of the rest
of you that are down on the sides would cone on down front a
little further, because | know people are still trying to
get in in the back. There seens to be quite a bit of

interest in this neeting.

(Laught er)

MR. LAY: Well, I'"'mdelighted to be back. |I'm
sorry Jeff did resign, but, you know, he did resign. It was
voluntary. | think that's all been pretty well explained
now. | tried to talk himout of it, the Board tried to talk

himout of it, but he was pretty firmin his decision, so
the Board accepted his resignation and asked ne to reassune
the CEOs job. And I"mexcited. 1| think we've got a | ot of
great stuff going on.

We're not getting nmuch credit for it in the

mar ket pl ace for damm sure, but we will. And I'mgoing to
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share with you sone of the things going on here shortly and
show you the reason | amexcited. And | do think that the
next several nonths, the next few years are going to be
great for Enron and great for Enron's enployees. And that's
all starting now.

We're going to have questions and
answers--at | east questions, and I'Il try to answer. The
first time |I've had to answer the tough ones, too, this
norning. | don't have anybody to shovel those out to, but
we' ve got several questions, as you woul d expect, already
submtted. You' ve got cards in your chairs. W've also a
couple of mkes if you prefer to just kind of stand up and
ask it in person. But, certainly, wthin the next hour and
a half or thereabouts, we're going to cover everything we
can.

| think one other thing that's pretty inportant,
incredibly inportant, that this norning ny lovely wife Linda
showed up. Linda, stand up.

(Appl ause)

MR. LAY: Now, you can see she's a stand-by-ny-nman

type of woman.
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(Laughter)

Thank you, hon. Ckay, we're going to start off
this nmorning with just two or three of the mgjor chall enges.
|'"mgoing to bring you up to date on those and, of course,
go through the performance highlights--part of the reason
am so excited about the conpany's future. [|'mgoing to,
obvi ously, have to conclude at sonme point and talk a little
bit about our culture. And then the Qand AL I'mgoing to
go very quickly through sone of the slides, so you' ve got to
wat ch qui ckly.

These are at | east sone of the issues that | think
both inpact in the stock price and, obviously, inpacting our
enpl oyees. The recent
T-side accident, | thought | should update you on that, a

very tragic accident. California, that's a ness, but it's

getting better. India--well, India's India, and that's
about the best we can do, but I'Il bring you up to date on
that. It seens to pop up about every five years.

Dave, |I'msure we've got a chair here for you
Absol utely.

Finally, of course, what's been going on in broad
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band, particularly the restructuring.

T-side, as you know, we had an acci dent over there on a
coupl e of days, or a few days ago, August 8th. A
transf orner exploded and created a fireball, killed two

enpl oyees instantly, burned a third one severely and he

subsequently died. And, of course, injured still a fourth
one that's still in recovery. Now, it was a tragic
accident. They still have not decided or figured out
exactly what caused it. It |looks |ike a nunber of things

went wong that shouldn't have gone wong, particularly by
an experienced crew like this led by a very experienced
hand; but it |ooked like, again, it well could have been
human error or maybe not understanding a certain manual.
But, in any event, those famlies, of course, have great

| osses. A couple of kids are |eft behind.

Jeff did go over there, as all of you know, net
with the famlies, met wwth the enpl oyees, and, again
certainly, our prayers and our thoughts go out to all of
those people as they try to recover their lives. | did not
know this till really after the announcenents on T-side went

out, but we also had a fatality on a wnd project in India
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earlier this nonth, and it wasn't even reported to the
senior levels till, literally, early this week. But again,
it was human error. Sonebody clinbed up one of the w nd
towers al one--nobody was with him didn't have on any safety
equi pnment, didn't have on any safety helnet, fell, and, of
course, subsequently died of very severe head injuries.

Now, of course, what these incidents show is,
first of all, that life's fragile, which I think Jeff even

quoted in The Wall Street Journal this norning. But,

secondly, safety has to be nunber one, and naybe we don't
enphasi ze that quite as much, certainly, at the corporate
| evel as we used to or need to. | know that Stan and his
peopl e enphasize it, | know the operating people do, but
safety has to be nunber one. And, hopefully, if nothing
el se, out of these recent tragedies and | osses, we will all
again be mndful that we need to al ways abide by all the
safety precautions that we try to preach and try to abide by
all the tine.

Moving to California, this slide tells the facts.
W are fully reserved, probably overly reserved, so we do

have sone potential refunds when this thing is sol ved--and
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it wll be solved. The contenpt issue with the senate has
to do with a couple of things. First of all, we don't think
they have jurisdiction over this issue. It's a wholesale
I ssue. The Federal Energy Regul atory Conm ssion has
jurisdiction over whol esale, not the state senate, but,
secondly, they have not yet been willing to agree to the
necessary precautions to protect our proprietary data. And
that is very critical to our business and our future, and
we're not wlling to turn over those data until, in fact,
they will agree to protect them

Now, I will tell you what | think about
California--no, | really won't, probably not in m xed
conpany--but | have never seen such a high | evel of
demagoguery, such foul and poi sonous all egations from any
hi gh-1evel political force anywhere in the world. That's
what | think about California. So we work very hard with
them W' ve worked very hard to try to help them solve the
probl enms, we're going to continue to work with them we're
going to continue to try to help them solve the problem
But the inaction and wong action by public officials and

public bodies in California have cost that state and its

M LLER REPORTI NG CO., | NC.
735 8th STREET, S.E
WASHI NGTON, D.C. 20003- 2802
(202) 546- 6666



citizens at |least $40 to $50 billion over the |ast 15

nmont hs.

These are $40 to $50 billion that did not need to
be spent. But, like |I say, we'll continue to work with
them | think the worst is over. | think intime it wll

becone | ess of an issue in California and, certainly,
outside of California. But it has been a very, very
difficult problemto solve.

Di bolt. [Dabhol.] As | say, dibolt [Dabhol], you
know, about every five years we seemto have this particular
problem O course, this again--and you' ve got the facts on
the screen--but this started off with slow pay by the State
of Maharashtra, or the Maharashtra State El ectric Board,
ended up with no pay. W then, of course, went ahead and
went through all of the necessary legal actions. W filed
political force majuere against the State of Mharashtra,
and, of course, the Maharashtra State Electric Board. W
term nated the contract, we're noving toward arbitration.

We have strong contracts, we've been there before. If we
have to fight it out on a legal basis, we will, and, in

fact, if we fight it out on a | egal basis, we're convinced
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we wll win. But we've also told the officials in Delhi and
i n Bonbay that we want out and so do all of the other, both
equity financiers and debt financiers in the project. And,
of course, we're noving down that road.

| had sone very constructive neetings in Del hi and
i n Bonbay about a nonth ago. W' ve continued to have
di al ogue with them since then. W'I| probably have neetings
even with sone high-level representatives of the governnent
within the next two weeks. | can't tell you how soon this
wi || happen but, indeed, we, Bechtel, CGE, forty-five
i nternati onal banks, state |ending agencies such as the U S.
Export/Inport and U. S. OPEC, Japanese Export Bank, Bel gi um
Export Bank, governnments of QOman and Abadaba. Everybody
wants this resolved and wants it resol ved quickly. And,
until it is resolved, there will be very little foreign
I nvestnment going to India and, indeed, the |Indian conpanies
thensel ves are now finding it difficult in some of their
fi nanci ng, sone of their business dealings outside the
country. So it is, in fact, a national problemin India,
and 1'mconvinced it will be solved.

UBS [EBS] restructurings are particularly

10
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difficult because it's inpacted so many enpl oyees. But,
clearly, there's been not just a slowdown in the broad band
busi ness, there's been a nelt-down in the broad band
busi ness. That's, obviously, not unique to Enron. As a
matter of fact, Enron's in nuch better position here than
nost of the other conpanies involved in the industry many of
whom have al ready gone bankrupt. There's been a total
nelt-down in the whole tel ecomindustry because of broad
band and, of course, over-leverage and a few other problens.
This has clearly sl owed down devel opnent of our
busi ness nodel. W still think our business nodel is right.
It's making progress. |1'Ill share that with you a little
later. W, in fact, the many of us believe that we're going
to build a maj or business here over the next two or three
years. But it is going to take two or three years | onger
than we thought. As you know, we reported $100 nillion EBIT
|l oss in the second quarter, and we have to cut that to have
sustainability. W hope to cut that down to | ess than $50
mllion loss by the first quarter and to break even by late
next year. And to do that we have had to redepl oy and, yes,

| ay off about 500 people.

11
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Now, about half of those, in fact, have been
redepl oyed; probably sonmewhat nore than half will stay with
the conpany. That is very painful, but that is very
necessary. And we're getting on with it. W're nmaking good
progress with changing or scaling it down, and, like I say,
| think over the next two or three years broad band w |
again be a very exciting business for Enron.

And this kind of just tal ks about going forward.

Il wll say that, you know, out of the 7,000 enpl oyees there

are still two or three of us think we will al so devel op
entertai nnent on demand, and we'll just see if we can prove
that or not. But | think that's still a very exciting

opportunity for us, and we're going to pursue it.

But, clearly, JimFallon's done a great job
running this. He's done a great job on the internediation
side, and we are building a major internediation busi ness.

All right. | wanted to get those out of the way
first because those are a little tougher issues. Now let's
go forward to sone of the performnce because this is al
outstanding. And it's pretty hard to find the right word to

describe it.
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Second quarter our net inconme was up 40 percent.
Qur earnings per share were up 32 percent, and, of course,
if you | ook over the last five years and forward even to
next year, earlier this year we increased our regiona
[original] estimate this year from$1.70 or to $1.75 a share
to $1.80. And, of course, now we've given guidance for
about $2.15 next year. So over the past five years,
including this year, we're having about conpound annua
growth in our earnings per share of about 20 percent per
year.

Now, you can probably put on one hand the nunber
of conpanies that can say that in Anerican business. If we
| ook at our vol unes, they're exploding, absolutely
expl oding. Qur nobst recent quarter, just natural gas and
power, 64 billion cubic feet equival ence. W are now about
three tines the size of the next |argest conpetitor. |If you
go back even 18 nonths to two years ago, we were tw ce as
big as the next |argest conpetitor which, in fact, in this
busi ness scal e and scope are everything. And we have
advant ages that nobody else in this business have. | always

like to say not just a sustainable conpetitive advantage but
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an unassail abl e conpetitive advantage unl ess we shoot
ourselves in the foot. And it's getting stronger as we
stand here.

If we |ook at the transportation distribution
conpani es, we continue to expand our pipelines. | think the
ETS total deliveries in the second quarter were 8.7 billion
cubic feet a day, about 15 percent of all of the vol unes
delivered in this country. W continue to expand our
pipelines. Florida Gas is now underway on its fifth
expansi on worki ng on a sixth expansion which they will file
|ater this year. Transwestern has a coupl e of expansions,
one to California, one to Phoenix-- and, of course, the
first time we've laid a pipeline directly into that
fast-grow ng Phoeni x and Arizona market.

We have mgjor growth right on on Northern Natural
Gas pipeline system primarily driven again by power
generation, but other things. But again it's a very strong
pi peline operation. Portland CGeneral, again good earnings
and cash flow, filed a rate case that will kick in the
fourth quarter to start offsetting sone of the recent power

costs, a good electric utility. GCbviously, we' ve advised
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it's not a core long-termholding, but it's a good busi ness,
and we're going to run it the best we can until, in fact, we
do di spose of it.

If we | ook at the whol esal e busi ness, now our
| argest profit center, if you take total volunmes, not just
power and gas, 74 billion cubic feet a day equival ence. The
total gas nmarket in North America is about a 60 billion
cubic foot a day market, so our total volumes are |arger
than that. O course, natural gas represents about 25
percent of our basic energy in this country-- enornous
growt h, 60 percent increase in volumes, alnost doubling in
i ncome before interest and taxes to $802 million. And, of
course, margins increased slightly. Those nmargins can go up
and they can go down, as we all know, but it's always nice
when they're going up. And we | ook back over the |ast 10
years, those margi ns have averaged about 11 to 12 cents.

And that's been one of the great things about this
business. |If we | ook at the volunmes across the different
sectors, west--now, Canada was down a little bit for an
unusual reason. We withdrew a product we were offering

there | ast year, but west, central, and east all up

15

M LLER REPORTI NG CO., | NC.
735 8th STREET, S.E
WASHI NGTON, D.C. 20003- 2802
(202) 546- 6666



strongly. And just to kind of keep in perspective,
California in particular, our western natural gas vol unes,
all of the western states represent 15 percent of the
natural gas vol unes and probably not nore than half of that
into California. So despite what the people in California
think, Enron's naki ng noney despite California, not because
of California. And that is absolutely true. W' ve had a
| ot of headache from California, but we've not nade nuch
noney out of it.

North Anerican power vol unmes, again strong grow h.
Agai n, the western power volunes are about 25 percent of our
total. Qur biggest power volunes are in the east; that's
where our biggest growh was. | wll say, also, we had
stronger growth in Europe than North Anerica.

| f you |l ook at total volumes now, about 25 percent
of our total volunes, and they are enornous, as | just
showed you, cone out of Europe, which, in fact, is grow ng
at a very rapid rate. And, of course, in Europe we're
devel opi ng the sane type of strategy, the sanme type of
infrastructure that we developed in this country. W are

still the only major Pan-Anerican player, and we're way
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ahead of whoever decides they want to be the second nmj or
Pan- Aner i can, Pan- European player. But, indeed, you can see
what happened to the volumes in Europe: nore than doubl ed
year on year. Power volunmes on the continent went up over
four-fold this |atest quarter. Probably, nost inportantly,
our nost mature and bi ggest gas market on the continent,
which is in the U K went up about 75 percent. So we're
hitting on all cylinders in the whol esal e busi ness and
growng in all the regions, all the markets, and expandi ng
the strength of our franchi se.

Enron On-1ine, a fabul ous, fabulous story, and, of
course, one of the reasons that our volunes are accelerating
t hroughout the world. As you all know, we |ost Enron
On-line in Novenber of '99, a little less than two years
ago. W started off with about 65 custoners |oggi ng on; now
we have over 335 products. W went from60 to over 1, 800.
And, of course, | guess we've added another 200 or so this
year, as | recall, or two or three hundred. | think it's
about not nore than about 1,600 just a few nonths ago. So
It keeps growing. W just keep testing new products and

of fering our custoners new products.
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Delivery | ocations, of course, up significantly.
It just kind of shows, graphically, what's happened Enron
On-line. [It's continuing to grow, five to six thousand
transactions a day, $2.5 to $3 billion of notional value a
day. By far, by far the |argest e-commerce web site in the
world. And it is, like I say, just further strengthening
our conpetitive--our conpetitive advantage in all these
mar ket s.

Enron gl obal markets, a new growth area for us.
This is where we're taking the same busi ness nodel that we
devel oped in the natural gas narkets and then extended it to
the power markets, and now we're extending it to a | ot of
ot her markets. And, again, it's very nuch of a logistics
nodel ; it's not a trading nodel, it's a |ogistics nodel.
It's a matter, again, of scale/scope, but being able to
al ways buy the product at the cheapest price and npst
reliable delivery location, and then delivering it to our
custoners. But you can see again in the gl obal markets
group strong growh in liquids, strong growmh in coal.
We're now the | argest buyer and seller of coal in North

Anmerica, the largest inporter of coal in the world, the
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| argest player in the inport market in the world.

We're now al so arranging the freight of that
t hrough tanker ships. | think, currently, we're managi ng 35
to 40 different ships around the world, and that's grow ng
fairly significantly. Weat her derivatives or weat her
i nsurance, again a market that we pretty much invented, and
we're by far the largest. And there again, you can see an
eight-fold increase in the second quarter fromthe first
quarter.

L and G a new narket we're going into, again a
mar ket that, historically, has been very nmuch of a linear,
vertically integrated, very rigid delivery systemwth one
source of supply serving one custoner, usually wth one,
two, or three tankers. W're starting to try to rationalize
that and make it a nmuch nore conpetitive nmarket and thus
drive down the cost, substantially.

I f you |l ook at Enron industrial markets, again
anot her new area that we're developing. Qur netals
busi ness--of course, we noved into that |ast year--rapid
growm h, again, quarter on quarter. Now, quarter on quarter

here is the first quarter of this year to the second
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quarter. It's not the second quarter of |ast year and the

second

quarter--and that was true of those other slides, too--but

you can see 85 percent growh fromthe first quarter to the
second quarter.

Forest products. | think we've reached the real
inflection point there, and a |ot of activity going on
there, but a very exciting breakthrough in that market. And
all of these markets are possible. Al of these markets are
possi bl e and growing at this rate.

Steel. A brand new market we just noved into
earlier this year and, again, an enornous market. But you
add all these markets together, they're well over $1
trillion of new markets we're noving into. Sane successful
busi ness nodel, sane people, sane controls, same process we
used in the other markets we've been so successful in, and
we're creating whole new busi nesses that can, over tine,
beconme very, very substantial.

So very exciting for the conpany's future. Enron
Energy Services just keeps bangi ng away and just keeps

growing at a trenendous rate. And the last there, you' ve

20

M LLER REPORTI NG CO., | NC.
735 8th STREET, S.E
WASHI NGTON, D.C. 20003- 2802
(202) 546- 6666



got the--1 didn't go, did|1? Howmany did | mss? There it
is-- but there you' ve got the growh in the quarterly, in
the contracts, long-termcontracts signs in that quarter,
and, again, alnost a doubling fromsecond quarter |ast year
to this year. And we've been kind of doing that
systematically over the last three years. O course, if you
| ook at on an annual basis, we expect to sign about $30
billion of contracts this year. W currently have only
about $40 billion under contract, so tremendous growh with
revenues grow ng, nost inportantly, net profits are grow ng.
But a very, very solid business signing.

I f you look at the first half of this year, the
maj or contracts we've signed: Owmnen-Illinois, Lilly, E
Lilly, J.C Penney, Quaker Cats, Sacs, Park Place, Equity
Ofice Property, Honme Depot, Harris, we're now noving into
casi nos--1'mnot sure what that neans, but we're noving into
casi nos.

(Laught er)

So when you go out and | ose your noney, well,
we're getting sonme of it.

(Laughter)

21

M LLER REPORTI NG CO., | NC.
735 8th STREET, S.E
WASHI NGTON, D.C. 20003- 2802
(202) 546- 6666



Broad bands. | said--1 gave you sone of the bad
news; here's the good news: As you can see, year on year,
why a trenmendous growth in internedi ati on market. W keep
expandi ng the nunber of counter-parties, different kinds of
transactions, surface and storage, but trenendous grow h.
And, again, I'mquite convinced that this is going to becone
a major market. And, let nme say, this market is stil
growng at a rapid rate. Now, naybe where peopl e thought a
year ago it was going to maybe double or go up three or four
times each year, nowit's closer to doubling each year. But
that still gets you the pretty big market pretty quickly.
And so this is a great nmarket to be in.

| f you |l ook at our profits, particularly in
whol esal e--and that is the major profits in the conpany--you
see that we are physical volume-delivery driven. W are not
a trading conpany; we are a |ogistics and servi ce conpany.
And, in fact, the way we make profit is packagi ng up energy
products, energy services, primarily--and, of course,
increasingly a |l ot of other products and services--and
deliver it to the custoner. But there's been a direct

correlation over the last 10 years between our vol une
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deliveries, physical volune deliveries, and the anount of
i nconme before interest and taxes that we've nade in the
whol esal e business. And that's the reason that expl osion,
that acceleration in volunmes is so inportant to the
conpany's future.

Al right. Every presentation has to cone to a
conclusion, and, primarily, | think just to sumarize, |
thi nk our core businesses are extrenely strong. W have a
very strong conpetitive advantage. O course, we're now
transferring this very successful business nodel and
approach to a |l ot of new very |arge narkets, globally.

Qur new busi nesses are doing great. Enron Energy
Services is growng at a fabulous rate. | think there's no
doubt that Enron Energy Services could be as |large as our
whol esal e busi ness which is enornmous, but it could be as
|l arge as that within five or six years, and it's a fairly
strai ghtforward busi ness nodel, just going ahead and taki ng
over the energy operations of major conpanies, and now we're
noving into smaller size conpanies which we can do with
scal e, and running those operations, saving custoners noney

and, obviously, making profits for Enron.
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We, currently, are managi ng the energy operations
of over 35-36,000 facilities, over 3.5 billion cubic feet of
space: shopping malls, offices, factories. And that's going
up very rapidly, | expect. |[|'ve not asked Dave this
recently, but | expect we right now may be the | argest
pur chaser of equi pnent |ike Hvac [HVACs] boilers,
transforners--all kinds of equi pnent which gives us
addi tional advantages in trying to reduce the cost for our
custoners and nake noney at this business.

So we are facing a nunber of challenges, but we're
managi ng them Indeed, | think the worst of that's behind
us and the business is going great.

|"d like to nove just to a mnute to vision and
values. O course, we just recently established our new
vision to becone--to nove fromthe world' s | eadi ng energy
conpany to the world' s | eading conpany. W have a history
around here, which was not necessarily expected initially,
of neeting our vision goals within about five years.
don't think this one's out of the question in five years
gi ven the powerful growh that we're seeing in the conpany.

But, nost inportantly, given the people we have in the

24

M LLER REPORTI NG CO., | NC.
735 8th STREET, S.E
WASHI NGTON, D.C. 20003- 2802
(202) 546- 6666



conpany.

We have the best, deepest tal ent base of any
conmpany in the world. And that's what we've got to keep
buil ding. W' ve got to nmake sure we retain the best and
bri ghtest and nost creative, but we've got to keep bringing
in new ones. And that, in fact, is our major conpetitive
advant age.

Values. | think we slipped a little bit on this
recently, and we got to restore it. Values are incredibly
i mportant to the fiber of this conpany. | think if
sonebody- -

(Appl ause)

As sonebody said recently, values are the DNA of
Enron. And, of course, values are inportant, also, to nake
sure we attract, retain, and notivate the people, the
talent, intellectual capital which, in fact, as | said, is
the nost critical conpetitive advantage that we have. O
course, it's pretty sinple: respect, respect for others,
and just treating themthe sane way you want to be
treated--and | don't think many people like to be treated

poorly.

25

M LLER REPORTI NG CO., | NC.
735 8th STREET, S.E
WASHI NGTON, D.C. 20003- 2802
(202) 546- 6666



Integrity, incredibly inmportant. | think this
one, also, has slipped a little bit, but integrity not just
i n our business dealings but also in our personal lives. A
recent book that was witten by Tom Neff of Spencer Stuart
listed six characteristics of both CEGCs, but al so enpl oyees
or managers and executives, for success.

Nunber one was integrity. |It's pretty hard to
lead if people don't trust you. So we got to make sure we
get back to that with everything we do.

Communi cation. Again, speaking up, it's not just
an opportunity, it's an obligation. |If you in neetings and
you don't |ike what you see or what you hear, speak up. And
i f you get penalized for it, cone see ne. But we've got to
all share our ideas. W got to all be willing to al so speak
up when things are going on, or things are being planned, or
things are being done that you don't I|iKke.

Finally, excellence. | nean Enron for 15 years
set the standard, first for this industry and increasingly
for a lot of other industries. And that's because we've
al ways been the best at what we did. And we got to keep

doing that. W' ve got to get back to doing that if we're
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not doing that. But excellence in everything we do.

kay, let ne kind of--two things, and then I'm
going to get to Qand A. As you'll see in a mnute and, not
surprising, but many of you are concerned about the val ue of
your stock options. |'m concerned about the value of ny
stock options and ny stock.

(Laught er)

But we did, of course, issue our nost recent stock
options in January of this year, and as proposed or is
adopted in that plan, we do that every five years, and when
we do it, we issue five years' worth of options. And then,
of course, as new people cone in the conpany, well, we issue
options to them whether it be, you know, four years, or
three years, or two years, or so forth until the next cycle.

But many of you pointed out that we issued those
options at $83 and they're sonewhat out of the noney today.
And 1'mglad you know t hat.

(Laught er)

So what | did at the nbost recent conp conmittee
and board neeting was recommend that we have a one-year

award--not a five-year, a one-year award--out of cycle,
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special award for all enployees now, as approved. So you'l
get new stock options awarded to you at these prices and
just, roughly, equivalent to about five percent of your
sal ary.

(Appl ause)

Now, it won't make you rich, but it m ght nake you
feel better.

(Laughter)

But, for exanple, if you' re maki ng about
$50, 000 a year, you'll get about 150 options; if you're
maki ng $100, 000 a year, obviously about 300. You got that.
Pretty-pretty-pretty--pretty conplicated mathematics. But
that will be worked--of course, we have to get the specific
amount after each nane and all the rest of it, because the
adm ni strative stuff has to be done. You don't get notified
for a few days, maybe in two or three weeks. But it's done
and wel| deserved, and, primarily, we certainly think we're
close to if not at the bottomof this cycle, and we want you
to enjoy the ride back up. But, nore inportantly, we want
you to work hard to make sure that we get that ride back up

So that's done.
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Now, | want to nention one other thing. W' ve got
a United Way canpai gn underway, and it's supposed to finish

either Friday or Monday. And, indeed, we're not doing very

well. R ght nowwth just two or three days left, we're
only about 77 percent of our goal. Qur goal this year is
about $2.9 nmillion, and we only have about 42 percent

partici pati on when we usually have about double that.

So a lot of you have not stepped up yet. Now,
this is the one opportunity we have to step up and
contribute to an organi zati on that hel ps take care of a | ot
of peopl e throughout our conmunity that don't have stock
options, don't have jobs. Many of themdon't have |ives.
And, of course, particularly, with the recent floods the
needs in this community are even greater. There are a |ot
of famlies that are honel ess, again w thout any savi ngs,
wi t hout any resources. So we need to show that Enron is a
caring conpany. That's part of respect, that's part of
integrity, that's part of excell ence.

And so, please, when you go back to your office
today, log on--and |I' msure sonebody's got that sonewhere,

but 1 og on and nake your pledge, nake your contribution
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because Enron has always led this city in the United Way
canmpaign. And we're one of the pace-setters again this
year. So if we stunble, the whole city stunbles. So please
do that.

Al right, let's go to the Qand A Again, we're
going to nove pretty quickly. Now, again, get your cards
noving to the aisles, and if any of you want to get to one
of those m crophones, you' re welcone to. Enron created a
new al | - enpl oyee stock option plan, options were struck at,
of course, 65 PE $83 a share. Individuals who are perceived
as being responsible for inflating our PE ratio, well, we
t hought it was kind of fun, it's a fact.

(Laughter)

W weren't trying to inflate it. W has a |ot of
real value there that the street recognized. Today they're
not recogni zi ng, you know, even the basic val ue of what
we're doing. And, of course, in many cases nonetized or
when they hadn't--or exercised their options, their other
19, 900 enpl oyees now have currently worthl ess over-val ued
options at $83 a share. Since this has affected norale

conpany-wi de, wouldn't it be sinple to reval ue these options
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rather than risk alienating Enron's nost val ued asset is
intellectual capital. The last part, | totally agree wth.

Now, | woul d announce what we're doing to that,
but I want to go ahead and read this, because | expect this
is the attitude or at |east the opinion of a |ot of our
enpl oyees. But we really can't re-price them | nmean sone
conpani es have, but there are sone pretty severe accounting
and costs associated with that. But, primrily,
sharehol ders hate that. | nean they hate the fact, because
t hey bought shares at $83, too, and sonme of them bought
shares at $90, and nmany of them bought shares at $70 and
$60, and they can't re-price.

So we can issue a new award, like I just
announced, but we can't re-price. The downsides to that are
just too great, and | just want to nmake sure everybody
under st ands that.

(Reading) "I've been taking ny annual bonus in
t he phantom of stock options for the | ast several years. |
was goi ng to use these options along with the Enron options
to fund ny children's coll ege educati ons begi nni ng next

year. Wth the value of these options under water and short
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of taking it out--short of taking out a huge | oan, has Enron
consi dered providing financial assistance to enployees' Kkids
as in setting up a schol arshi p progranf”

| believe Houston Natural Gas provided
scholarships in the past. | think we did do sone of that.
There's a new programthat has now been put into law. |
think they call it the 529 program which, basically, allows
i ndividuals to take pre-tax noney and put into these--it's
kind of |ike an Aesop or--not Aesop-- but it's kind of Iike
a savings plan. But you can put in noney pre-tax into this
plan, and | think you bring it out--mybe you got to pay
taxes on it at the kids' tax rate, which is usually not nuch
since they' re not making too nmuch noney.

But we're going to set one of those up. I'min
the process of doing that right now But, basically, it's a
way you can use pre-tax noney to finance your children's
education. So we ought to get that set up fairly quickly.

PRC, another big issue. | didn't have it on ny
slides but another big issue.

(Reading) "WII Enron elimnate the PRC process?

Is the performance eval uation process hel ping or hindering
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the conpany's ability to retain highly skilled and notivated
enpl oyees? |Is the tinme and effort spent on the process
payi ng of f ?"

| know there's a |ot of concern about the PRC. W
are not going to elimnate the PRC. W are a neritocracy.
We have to have a nerit system W have to have way of
eval uating performance. But having said that, | know,
particularly, the |last couple of cycles of the PRC have
caused enornous heart burn--nmaybe and ot her pain--

(Laught er)

-- to a lot of enployees. And that is not right.
So we're going to keep the performance revi ew process.
We've got to have one. | nean Enron is ranked by Fortune
magazi ne pretty consistently as having one of the top five,
and quite often the second or third best work force in
Anerica. That was not an accident. W've attracted a | ot
of very capabl e people, but we have a | ot of capabl e people
al so perform ng outstandingly well.

And we've got to be able to sit down as a group at
| east once or twice a year and nmake those hard deci sions.

And it does not do individuals or the conmpany any good if,
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in fact, we don't have a process to deal with those people
that aren't really pulling their weight at Enron. It really
pul | s everybody down, and, usually, sone of those sane
peopl e can go sonewhere el se and be stars. But they can't
be stars at Enron. So we've got to have that kind of
process.

So we are going to take a |l ook at the PRC, the
process, how we do it, how we get the feedback to the
enpl oyees--1 nean the whole thing--and see if we can't
figure out a way where we can continue the PRC process and
get all of the benefits out of it without quite as nuch of
t he pain.

And we' d wel cone any suggesti ons you have.
| think G ndy and Steve are going to be setting up an
enpl oyee commttee to kind of help us on this, but,
basically, we'd like to have input fromall enployees.

Now, she gave nme one Internet address that maybe,
in fact--if you can renenber this--but perfngnt--perfornance
managemnent, but
p-e-r-f-mg-mt@nron.com that you can just get on |line and

send her all kinds of suggestions. |Isn't that right, G ndy?
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CINDY: That's right.

(Laught er)

MR. LAY: Al right. | don't know what you're
going to do with them but send themto her. Now, we wl]l
seriously consider them we really will because I--we all
understand that we need to inprove this process. It's a
very necessary process, but certainly can be inproved.

(Reading) "Enron's redeploynent is a joke." And I
don't think that is nmeant as funny, but, "Mst people in
this area are not receiving any help in finding new
positions with Enron, and only if they are lucky will they
find something on their owmn. W're losing really good
peopl e through this process that will be hard to repl ace.
After all, not everyone can be an analyst or an MBA. It
takes people at all levels to keep the conpany running. A
person who works at a job and has no desire for advancenent
is still filling a needed position. The fact that they
don't care to advance neans that you don't have to worry
about having to replace them"™ And | agree with that.

And |'ve got a very basic philosophy: Every

enpl oyee at Enron can nake a difference, a positive
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difference, | don't care where you are. And, you're right,
you don't need to have an MBA, you don't have to be anal yst
or you don't have to be a lot of things. But every enpl oyee
at Enron can nake a difference. Now, it's up to that

enpl oyee to nmake that difference, and I'mtal king about a
positive difference, but indeed, we work hard on this

redepl oynent, and it does work soneti nes.

Now, the problem has been that recently we've had
sone of our major redeploynents out of things |Iike broad
band, and engi neering, and construction. And those are
fairly specialized skills that, in fact, there may not be
that much need for in other parts of the conpany in sone
cases. And I'msorry about that. | nean | wi sh there was
sonmet hing we could do about that. And, certainly, if it
| ooks |ike we've got sone very capable, bright people, we
can kind of retrain a little bit and use them W want to,
and we try to do that.

Now, last year, I'mtold that 90 percent of al
the people put in redeploynent were, in fact, put in
positions el sewhere in the conpany. So |ast year, it worked

incredibly well. Because of these specialized skil
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problens this year, it's nore |ike 45 percent. And that's
the reason | think sone people believe that it is a joke.
It's not a joke; it's just that we're doing the best job we
can, and we can't fight--we just can't put the square peg in
a round hole, and that's the problemwe' re having. But,
certainly, again, Steve and C ndy are very nmuch no [on] top
of that. They're trying to do everything they can to nmake
the redepl oynment effort as effective--and David--as
ef fective as possible.

(Readi ng) "Wy have ot her operating comnpanies,
EES in particular, been told that they cannot talk to EBS
enpl oyees about opportunities wthin their organizations?
Those of us who are still with EBS feel that this is
limting our opportunities with Enron. Wen will this
restriction be lifted?"

| know for a fact there have been several EBS
peopl e that have ended up in EES. So it's not an absol ute
restriction. | do think where the problem has been, | think
Dave is doing a little redeploynent in EES, also, because
he's kind of fine-tuned and shifted the strategy around.

And | expect that you would not be surprised that he is
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trying to get those people repositioned wthin EES before he
tries to bring in people fromoutside in EES. But there's
not a restriction on that, because | know for a fact of a
few EBS peopl e that have ended up in EES And for those
who may want to be in EES, just keep trying, because it's an
exciting business. | think it's going to be an enornous
busi ness for Enron.

(Readi ng) "Benefits, conpensation, could sonmeone
over the benefits departnent investigate the possibility of
addi ng the new 529 college fund."

| think I just covered that. | don't need to
cover that again. | don't think, unless there's sonething
el se in here.

(Reading) "Currently, a runor is circulating that
t he severance plan has been cut in half froma maxi mum of
one year to six nonths, based on years of service. |Is there
any truth in this runor?"

Well, there's sonme truth, but if we do that, it
will not be done for about a year. | mean, certainly, it's
not going to inpact anybody that is currently being, again,

redepl oyed, or not effectively redepl oyed or whatever. But
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I think what we found is that we have one of the nore
generous severance packages in the city and naybe the
country. So we're looking at it. But, certainly, no change
over the next several nonths and maybe very little change at
all.

"Most Enron enpl oyees spend all day | ooking at
conmputer nonitors. This is very hard on the eyes. It has
al ways seens strange that the eyes are treated as they were
not part of the human body."

(Laught er)

|"mnot sure about that. "A pair of glasses can
run over $400 easily. Wth eye fatigue, the eyes keep
getting worse and new gl asses required nearly every year.
Wiy not nake eye surgery, which corrects vision, a covered
nmedi cal expense. This one-tine outlay can help enpl oyees to
correct their vision and will avoid the need for buying
gl asses year after year. Since Enron is self-insured, it
shoul d be up to Enron to provi de coverage."

|"ma user of eye surgery, so | recommend it.
can even see all of you out there today.

(Laughter)
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| think we--of course, we do have an eye coverage
provision which | think is optional that people can take
t hat does cover a nunber of things. | don't knowif it
covers surgery or not. O you can put your dollars into the
speci al account on a pre-tax basis and use that speci al
account for eye surgery.

| think the real problemhere is just these
enornous trade-offs. Now, | think it's been | ooked at, and
to include across-the-board eye surgery is about a $1.7
mllion a year matter, and we're again seeing our health
i nsurance costs go up at double-digit rates over the | ast
couple of years. W think that probably is going to
continue. For awhile we were able to keep it down in single
digits, and so we just have to kind of bal ance both
cont ai ni ng the cost and how broad should all the coverage
be. But, having said all that, sure we'll keep | ooking at
ever yt hi ng.

But, like |I say, you have sonme other options, and
I think we're fairly close to the next cycle when you have
to select those options. And if this is really a high

priority, maybe you ought to put sonme of your pre-tax
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dol l ars over in that special account and pull that out for
thi s purpose.

|"mgoing to take sonme other ques- --1've two or
three nore, but it's probably going to strap ne to get
t hrough sonme of these if we're going to make it, make it on
time. 1'mgoing to cone back to two or three of these, but
l et me take sonme of these that you' ve been handed i n.

Did anyone want to cone to the m ke and ask
guestions?

(No response)

Only time you're bashful. There we go

VR. : [Lay] | would like to ask, how does
your vision of Enron being the biggest conpany in the world
tiein with your vision of what should be the future of
Enron gl obal assets?

MR LAY: Well, | think that's a -- it's a good
question. It's a very good question. But Enron gl oba
assets, of course -- basically, the projects we' ve devel oped
in the devel oping countries like India, and Brazil, and
Argentina, and, of course, many others--and the problemwth

those assets have been that when all's said and done they
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are generating a very, very low return on investnents. And
if you put the whole group together, it approaches zero.

So you got billions of dollars invested and, at
| east on a current basis, you' re earning al nost no incone.
And gi ven where Enron has evol ved, where we have ot her
busi nesses that are both growi ng at 20, 30, 40 percent a
year or nore, in net income, if we can get our return on
I nvested capital up to 20 percent or better, then, in fat,
we ought to have a 40 or 50 PE. W can't get that 40 or 50
PE back until we, in fact, get our return on invested
capital up

So it is inperative that we get the return on
i nvested capital up. And the best way to do that--I nean
growi ng the other businesses is one way of doing that, too,
but the quickest way to do that is, in fact, to nonetize
sonme of these assets that, in fact, have very, very | ow
return. That doesn't nean we're going to nonetize all of
them that doesn't nean we're not still going to have a | ot
of international business.

| mean, obviously, we're big throughout Europe.

We've noving into Japan. W've got a big operation in
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Australia. W got big operations in our whol esal e and
retail businesses in other parts of the world. And, again,
maybe the day will conme when sone of these whol esal e/ ret ai
busi nesses can be transferred into sone of the devel opi ng
countries.

And as we do that, of course, there is an asset
strategy with that, quite often. W' re devel oping a couple
of big power plants right now in Spain as part of opening
that market up. But for right now the best thing to do is
to go ahead and nonetize sone of these assets, bring the
cash back. W need the cash. W need to strengthen the
bal ance sheet. W need to redeploy it into these businesses
that are growing faster. But that was as good questi on.

Let nme say just one clarification before | noved

ahead. | think I nentioned on T-side it m ght have been
human error. It mght have been human error, but we don't
know what it is. | think | also said that. There's both an

i nternal investigation underway on the cause of that
acci dent, and, obviously, there are also public officials
that are doing their investigation, and until all of that's

conpleted, it's inconclusive as to what caused that tragic
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accident over in the UK So | don't want you | eaving here
today thinking we've cleared it out, because we really have
not .

Ch, there are all kinds of questions. Mke
your--now wite this dowm. Wite this down or nenorize it.
To nake your United Way pl edge, |og onto Hone. Enron.com
Have you got that? Hone.Enron.com And then just think
bi g.

(Laughter)

(Reading) "Are we doing anything to fix the
buy-it AP systen? Vendors can't get paid.”

(Appl ause)

"Vendors can't paid or get double-paid. It's a
ness. "
Who's in charge of this ness?
(Laught er and appl ause)
MR. LAY: Cone on up. [Rick, Cone on up.]
MR. CAUSEY: It's going to work, | prom se you
We're working real hard. Obviously, there's a roll-out to

getting this in place. There's a huge change in process

that's required beginning with getting invoices in and
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approved. Most vendors that are not getting paid, they're
not getting paid because we're not approving invoices the
way that we need to. And it is a big change in process that
affects a | ot of people.

When we get finished, we'll be nore efficient.
W' Il be able to pay invoices quicker and cheaper, and nake
it alot easier on a lot of us, but it is a change. And so
| ask for your help in that. |If you are having problens,
pl ease | et ne know, |et George Wal soff (ph) know. But | am
commtted to making it work, but it's a big change, and we
will be successful in the short run in nmaking that happen.
So help us do that, though with |earning the process as we
need to i nplenment, and hel p us nmake it happen.

MR. LAY: Thank you, Rick. Wll, at |east you
know who' s responsi bl e now.

(Laughter)

(Reading) "As a testanent to our conpetence, our
busi ness nodel, and in light of our current stock price, has
any considerati on been given to buying back Enron stock in
t he mar ket ?"

Yes, and we're buying back just a little bit now
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and then. And it may get back to the question about gl oba
assets. | nmean, obviously, if we're able to nonetize sone
of those gl obal assets, we've got a nunber of good
al ternatives, pay down debt, redeploy the capital into the
new busi nesses, or buy back stock. And that's what we've
told analysts. So if we bring in, hopefully, a few billion
dol lars out of those asset nonetizations over the next
coupl e of years, why, we'll | ook even nore seriously at a
nor e aggressive stock buy-back program

(Reading) "What do you think is a fair PE
mul tiple for Enron stock?"

Hi gher than it is right now

(Laughter)

That's a difficult question. O course, the
mar ket --the market has adjusted all PEs down in the |ast siXx
nonths. | probably should have nmade that point earlier, and
then you all know that. | nmean we're not the only stock
that's decreased in value this year; it's just that we've
been hit a little harder than many others. But | think even
the current business nodel can easily justify $25 to $30 PE

| nmean the current business npbdel and the current market
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values. So | think 25 to 30 is very easy, and if a few of
t hese ot her problens disappear, like California, like India
and so forth, if we get sonme of the negativity out of the
mar ket on Enron, then | think, in fact, we can go quite a
bit higher than that.

But, like | say, | think to get us back up to a
40-50 PE, true growh PE, we've got to get the return on
I nvested capital up, and that is critical.

(Reading) "If EBS does not conme close to
expectation by the end of the year 2001, what chances are
there for another downsizing and/or closing the business
uni t ?"

| think the odds of that are very, very small. As
|"ve indicated, certainly I and I think the managenent team
overall has a lot of confidence that this is going to be a
meani ngf ul business force two or three years down the road.
And so we're quite prepared to take small | osses during that
period of time. O course, we showed that in the
devel opnent of Enron Energy Services. | nmean we suffered
t hrough al nost three years, | guess, of lawsuits before we

turned it around and made it positive, because we were SO
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convinced that that was a powerful business nodel. And we
think the same thing about EBS.

So | think as long as we can get the costs down to
a reasonable | evel and the | osses down to a reasonable
| evel, we're going to continue to devel op that business.

(Reading) "Do you foresee any revision of corp
gui del i nes which require m ninum floor population in the
Enron buil ding of 200 work stations and what ever?"

| don't know. Do we have a m nimum fl oor
popul ati on, Steve?

STEVE: | don't think so. W're going to be
| ooking at three different options with various corporate
executives, but [inaudible].

MR. LAY: And, basically, Steve says there are
going to be a nunber of different options, and there will be
quite a bit of flexibility with the business groups as to
how dense they want to have it.

| think I've got another question here. 1'Il get
to you in a mnute, but I will say I think we've got a
maxi mum fl oor limtation.

(Laughter)
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And I'd be wanting to hit that just about in the
current building. And we will be noving into the new
bui | ding here before too long, and that will start easing
that up alittle bit.

(Reading) "I don't like ny HRrip." [rep]

(Laugher)

Why don't you tell us what you think about that?

(Laughter)

(Continues reading) "Qur personalities just don't
gel. He always seens"--now, it's a male, so we got that
figured out. "He always seens too busy for ne and others |
my group. 1|'d like to have a second choice for an HRrip
[rep] or an alternative to go to. Help."

I nteresting question. Maybe if people have

alternatives, we'll get sone conpetition serving our people.
Yeah, | |ike that idea.
(Appl ause)

| like that idea, David.

(Appl ause)
Well, a nice note. (Reading) "Thank you for all
Enron does for us now" That's nice. W get sone of those
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not es, too.

(Appl ause)

(Reading) "W're all saddened to see Skilling
| eave and do recognize his significant contribution for
Enron over the years; however, there is one area that causes
much stress to many of our enployees. That is the preferred
ranking distribution. Any plans to do away with the
preferred ranking that Jeff brought to Enron, the concept of
good, especially for the | eaders and commerci al managers,
however the support staff gets--"

| can't read sone of this, I'msorry. Maybe |
need to go back and have new surgery on ny eyes.

(Laughter)

(Continues reading) "--gives 110 percent to nmake
a bunch of noney, or we ought--"

| don't think they like the PRC. 1've commented
on that. W're going to address that. W're going to
address that in a neaningful way with all your
contri butions.

(Reading) "WII there be any ride-downs [wite-

downs] to earnings due to dibolt [Dahbol]?"
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| don't think so, but we won't know till we get
done. | nean that's just a pure fact. | think we can fight
it out legally, you know, for several years, and there
absol utely would not be a ride-down [wite-down], but, you
know, your net present value of what you got mght still be
a lot less than 100 percent. So we're going to |ook at al
those different issues as we get into these negotiations in
the next few weeks or few nonths.

But | was adanmant when | was in India a nonth ago
that if they--first of all, we're willing to give up any
profit. | mean we could have sold prior to when this slow
pace started, we could have sold a portion of the plant a
little over a year ago at a 30 percent premiumto our costs.
But that's how international investors reviewit. And what
all we're asking for is our cost recovery. Just our cost
recovery, and |'ve told the officials in the prine
mnister's office and others that any reduction fromthat at
all is nothing nore than expropriations.

And, of course, expropriation is pretty serious
busi ness in any country. It is kind of interesting that we

have | aws on the books in the U S that, in fact, say we
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can't give foreign aid or nmake foreign |loans to countries
that, in fact, abort contracts, and/or expropriate property.
And we're trying to figure out how we m ght want to use
that, too. But it's going to be nentioned in negotiation,
no doubt .

(Reading) "How is the sale of Portland General
goi ng? How many peopl e have been redeployed in California
across Enron?"

We haven't redeployed anybody in California, have
we?

(Continues reading) "[lnaudible] [Runor] says
there is a class-action suit by former Enron enpl oyees
regardi ng recent redeploynent. Please tell ne that is not
true."

As far as | know, that is not true. And | got
several people in the front row shaking their head. n
Portland Ceneral, of course, we had a transaction we were
pl eased with, with Sierra Nevada or Sierra Pacific, is it?
And, of course, then | got--and this is a very small way,
very indirect way, it got tied up in the California ness.

They had sone distribution properties in
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California, so sone of the laws that took place that they
put in place in California were inposed on them so they
couldn't sell any generation in the state of Nevada, which
they needed to do to close that transaction. So, in fact,
at the end of the day, we had to pull out of that deal.

We have anot her transaction that's pretty far
advanced, and it might be a transaction where we woul d even
mai ntai n sone ownership interest in that business for sone
time. But it's not far enough advanced to tal k about right
now, and, again, it's not a big issue fromthe standpoint of
Enron. | mean whether it happens this year or next year or
even two or three years fromnow, | nean selling Portl and
General does not necessarily bring in cash--it brings in
some cash. It brings in sonme cash which is good, but it
al so now, obviously, generates cash, positive cash, and al so
generates it in net incone.

So that is not an asset that really is a big
probl em for us.

(Readi ng) "Welconme back, M. Lay. W are al
very happy. Any chance that 12-2000--"

Ckay, we've done that. | think sone of these were
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witten probably after | started.

There's one on stock option. "As |ow as our stock
price is, as high as our growmh is, are we a prine target
for a take-over. \What precautions are we taking to prevent
t hi s?"

| don't think we are, and, of course, | think it's
the sane reason |'ve given before. Cbviously, we think the
stock price is very depressed. | nean as | tell people,
we're not a growh stock now, we're not a value stock; we're
a deep value stock. But again, it gets back to the
intellectual capital part. | mean the success of this
operation, this conpany, is determ ned by the people. And
so nost conpanies would be very reluctant to try to take it
over, just the standpoint that they'd |ose a |ot of the key
talent. The franchise isn't worth very rmnuch.

|"mgoing to go back and finish these up, because
we're going to run out of tinme hereinalittle bit.

(Readi ng) "Please address the floor plans and
desk setups in Enron Building South. W have been told on
sonme training floors the desk has only two drawers. Chairs

are within three feet of each other."
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| guess that's getting back to that m ni mal nunber
of people. Well, I'"'mtold that that's not right, that
you' ve got four drawers but still just three feet apart.

(Laughter)

Vell, we've at | east addressed one of your
concerns. But, as | said earlier, | think there's going to
be a--let nme say that a ot of the people that, particularly
the traders, kind of like to be fairly close so they don't
have to scream so nuch. But each business group has had a
|l ot of input on this as to exactly the way they want to
design their floor. So, if you don't like it, | guess you
go to your business |eader. That's another way to kind of
shift responsibility.

(Reading) "Wth a lot of DSL vendors declaring
bankruptcies, is there any opportunity for Enron to
entertain the possibility of entering the market as provider
of these services at a rate which is |ower than what is
typically offered? The typical price for broad band ranges
from $45 on up.”

That is not a business that we want to get in. W

going to leave the last mle solution primarily--primrily,
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to the regional Bells and others. And that neans it's going
to go very slow and cost you a |lot of noney. That's just
the nature of that business.

Now, we are, in fact, pulling together at the
retail |evel sone |arger users, network users and so forth.
So that's kind of a little exception to that, but certainly
not the residential, small comercial market.

(Reading) "There was a brief announcenent about a
nonth ago that Enron was entering a strategic agreenent with
M crosoft."

We're going to hear about that soon.

(Continues reading) "Is it a broad band

agr eenent ?"

It is a broad band agreenent. W wll be --and we
still can't give nuch detail, and
that's -- ny Mcrosoft is not yet ready to kind of roll that
out, but we do have a deal with Mcrosoft, and we'll be

providing Mcrosoft all of the broad bands as far as their
on-line for their Internet service activity. W'IlIl be doing
sone real tinme provisioning of that, and, of course, they

are the second | argest Internet provider. | guess, of
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course, AOL's the largest, but that's a great contract. And
that, again, is one of those high-quality contracts that
we're certainly expecting to see nore of.

And anot her reason that we're excited that this
wi || beconme a maj or business over the next two or three
years.

| guess this cane froma Yahoo article or
sonething. (Continues reading) "This state was able to
convi nce the energy product [providers] was in their best
interest to deal considering the pacts would enable themto
build sorely needed plants. Sone conpanies such as Reliant
Energy and Enron--" --there they list the EXG (ph) as our
synbol. | think EXG apparently used to be an EOG 1| think
bond i ssue or sonething that's listed publicly. So sonebody
just pulled that off in mstake. Ckay.

(Reading) "WII Jeff's job be posted on the
I nt er net ?"

(Laught er)

| hadn't thought about that. | really hadn't.
And, now, sonebody said the way you can |l ook at this is with

Jeff |l eaving, everybody in the organization noves up one.
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(Laughter)

(Reading) "WII Enron continue to encourage--"
Now, this isn't all ny eyes, folks. | nean--1 nean | got
horrible witing, but sone of you beat ne. There's a good
guestion, |I'm sure.

(Continues reading) "Does the new stock option
grant include those enpl oyees within business units that are
up for sale and were awarded in cash rather than in
opti ons?"

That's a specific question |I cannot answer. O
course, we've got to work thought, also, sone of the foreign
busi nesses where, in fact, even conpanies don't allow stock
options. So, clearly, there will be very few exceptions
unl ess they're | egal exceptions. But |I'd have to know the
specifics of that before I could answer that.

(Reading) "I want to say thank you for the
t housand-dol | ar travel ers checks for floods relief. They
were very hel pful. Everyone in comunity relations worked
very hard to get the phones to flood victins."

We're delighted we could do that. | think we did

alittle nore for sone people if they really--as far as
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| oans and--repayabl e | oans, and in case they needed a little
financing. But it was a tragedy for a | ot of enployees,
too, as you know.

(Reading) "Jeff often broke the stock price into
operating conpany values. WII you keep doi ng that?"

We'l| keep doing that, and it's not too
conplicated. Cearly, the break, the values that they were
broken up into |ast January at the annual neeting didn't
turn out to be very realistic. And a lot of that's hard, as
| said. | not just--in fact, they're they' re broken up that
way.

Let's see, | think many of these we've handl ed
now. Okay. Any other questions out there that anybody
wants to cone to a m ke and ask? Yeah, | got just two or
three nore and then--

(Reading) "How do you deal with a manager that
I ntimdates workers without being viewed as a troubl emaker?
The norale in ny group is horrible because the nanager
communi cates ineffectively and has no integrity.”

| think you communicate with nme or David Oxl ey

(ph), or Cindy Ellison [Oson], or Steve King, because,
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i ndeed, if we knowit, we will not tolerate that.

(Appl ause)

(Readi ng) "What about a succession plan for you
when you will nanme your chief operating officer?"

| was surprised | didn't get that question sooner.
Clearly, there's a hole in the office of the chairman right
now. And so we will be addressing that very soon. | think
| told sone people yesterday probably within a nmatter of
days. And just two or three things to work out, but the
good thing about Enron, as |'ve said two or three tines
today, is we have great talent.

We have great talent. And there was never any
t hought by the Board or ne of maybe going into an outside
search or anything like that. | mean all of the succession
woul d occur internally. And we've got good choices. It's
not just a matter of one choice or two choices; we've got
good choices, and we certainly have good choices as to who
will, in fact, be ready to be CEOin the future. And, you
know, 1've stepped down fromthis job once, | can step down
fromit again. But I'malso in no big hurry, and the Board

has told ne not to be in any big hurry because--
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(Appl ause)

--because we want to nake sure we nake the right
choice and, in fact, we don't have any hiccup after we've
made it. But like | say, the great thing is we have a | ot
of really, really good talent. And so you'll be hearing
nore about that very soon.

(Readi ng) "Welcone back. dad to have you back.

What are Enron's plans for the Mexican market in energy?”

Greg, do you want to speak to that? | nean are we
doi ng that much? | nean we're doing a little bit.
VR. . [unidentified speaker] [Inaudible].

MR. LAY: Onh, Louise is our expert.

LOUI SE: At the nonment, we all want to make sone
noney, you know, about the vitro plant, which is a 750
nmegawatt plant that Enron has built and is in the presence
of building just outside of Mntro, Mexico.

We al so have nmany on the asset devel op side, may
smal|l projects, 25 negawatt and bel ow projects that we're
currently working on, which was essentially on-site
generation plants in Mexico. Also, in big areas, we're

wor ki ng on the power trading, taking power fromthe ERCOT
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market to [that’s] the Texas market into Mexico. So that's
on the power side.

On the gas side as well, we are | ooking across the
borders for the transactions there, and we do trade the
ERCOT, certainly. The Texas side on the west [inaudible] do
trade with the Chemx which is the gas |line in Mexico. So
we continue to expand there.

W have two offices, one in Monterrey. W are
| ooki ng for people for the Monterrey office, if anybody's
i nterested. Gkay, thank you.

MR LAY: Geat.

(Appl ause)

Thank you, Louise. And so quite a bit of activity
t here.

Two nore and then we're going to have to close
down.

(Readi ng) "Can you conment honestly on the runor
that Jeff was asked to resign by the Board, because also is
there any truth behind runors that Shell may buy Enron?”

On the latter, no truth that | know about. And

for the reason |'ve said earlier, I think it would be very,
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very difficult for sonebody to take that on. The Board did
not ask--1"'I1 repeat for everybody one nore tine--the Board
did not ask that Jeff step down. The Board did not express
di ssatisfaction with Jeff. | did not ask Jeff to step down.
It was his decision. It was voluntary and, of course, as
we've all said and certainly confirnmed by the fact that
there was no severance which he was eligible for in his
contract if he had been involuntarily term nated.

This was a personal decision by Jeff. For
personal and fam |y reasons. He did elaborate in The Wl

Street Journal article this norning that certainly a decline

in the stock price put enornous pressure on him And that,
as he said, that is the report card of the CEO and the
seni or managenent of the conpany, at |east one report card.
So it was his decision and, like |I say, | and others tried
to talk himout of it, but it was a final decision. And so
now we' re novi ng ahead.

Finally: "How do you define what it nmeans to be
the world' s | eadi ng conpany? G ven your definition above,
how are we going to do it?"

| think we've said before, not necessarily the
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| ar gest conpany in revenue, or net income, or market val ue,
but all those things would be good. But | think quite often
it comes down to the reputation the conpany has anobng ot her
conpani es, other peers around the world. | nean if you say:
Wio's the | eadi ng conpany today? Well, probably it's
General Electric. And it was Ceneral Electric, in part,
because it was the biggest conpany in the world.

But, secondly, and certainly the | argest market
cap conpany in the world, which is one way of neasuri ng
that, but it's GE because people really admired their
busi ness nodel, their |eaders including Jack Wl ch, the way
t he busi ness was operated, the quality of the operations,
the quality of people, the | eadership it paraded [ provided]
around the world. And I think, nost inportantly, is how
we're viewed by everybody el se.

To be the | eading conpany, we have to be the
| eader around the world, and that nmeans how ot hers view us
and how they view how we do busi ness, how we, in fact, run
an organi zati on, how we create new busi nesses and new
services and provi de those services to custoners around the

wor | d.
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So let me kind of wap up with this. The conpany
is doing extrenely well. The business nodel and the
strategi es are sound. The opportunities are enornous. W
have to keep executing. Like |I say, we can always shoot
ourselves in the foot, but primarily we have to both retain
and keep attracting the very best, brightest, nost capable
people in the world. And if we do that, then Enron w ||
becone the | eading conpany in the world.

Thanks agai n, and thanks for the support. That

nmeans a lot to ne.

(Appl ause)
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